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Enhancing employment services for people 
with severe mental illness: the challenge of the 
Australian service environment
Robert King, Geoffrey Waghorn, Chris Lloyd, Pat McLeod, Terene McMah, 
Cliff Leong
Objectives: Comparatively few people with severe mental illness are employed despite
evidence that many people within this group wish to obtain, can obtain and sustain
employment, and that employment can contribute to recovery. This investigation aimed to:
(i) describe the current policy and service environment within which people with severe
mental illness receive employment services; (ii) identify evidence-based practices that
improve employment outcomes for people with severe mental illness; (iii) determine
the extent to which the current Australian policy environment is consistent with the
implementation of evidence-based employment services for people with severe mental
illness; and (iv) identify methods and priorities for enhancing employment services for
Australians with severe mental illness through implementation of evidence-based practices.
Method: Current Australian practices were identified, having reference to policy and
legal documents, funding body requirements and anecdotal reports. Evidence-based
employment services for people with severe mental illness were identified through
examination of published reviews and the results of recent controlled trials.
Results: Current policy settings support the provision of employment services for people
with severe mental illness separate from clinical services. Recent studies have identified
integration of clinical and employment services as a major factor in the effectiveness of
employment services. This is usually achieved through co-location of employment and
mental health services.
Conclusions: Optimal evidence-based employment services are needed by Australians
with severe mental illness. Providing optimal services is a challenge in the current policy
environment. Service integration may be achieved through enhanced intersectoral links
between employment and mental health service providers as well as by co-locating
employment specialists within a mental health care setting.
Key words: employment, intersectoral linkage, severe mental illness, vocational
rehabilitation.
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Work is an important part of the lives of many people.
Aside from generating income, it provides a time struc-
ture for the waking day, regular contact with people out-
side the immediate family, involvement in shared goals,
enforced activity and a sense of identity [1]. Importantly,
work is associated with positive mental health as it pro-
vides opportunities for skill development and social con-
tacts and participation in the fabric of the community [2],
all of which boost self-confidence and self-esteem. While
work environments are challenging and sometimes
stressful for people with severe mental illness, the bene-
fits of participation, inclusion, empowerment and eco-
nomic wellbeing outweigh any disadvantages [3].
For people with severe mental illness, unemployment
and non-participation in the labour force characterize the
social exclusion that deinstitutionalization has failed to
overcome [4,5]. In Australia, the employed proportion of
people with severe mental illness in 1998 ranged from
16.3% among people with schizophrenia to 21.1%
among people with mixed psychotic disorders, in recip-
rocal contrast to healthy working-age Australians, 73.8%
of whom were employed (Table 1). These population-
level statistics reveal the difficult but not impossible chal-
lenges facing people with severe mental illness in terms
of acquiring and maintaining employment [6]. At the
community level, establishing people with severe mental
illness in the workforce requires a commitment to pro-
viding suitably intense and continuous assistance [7] in
order to help individuals overcome initial barriers to
employment [8,9] and to help individuals retain employ-
ment by acquiring new skills and maintaining productiv-
ity [10]. Employers may also need ongoing assistance to
solve the problems which can arise, including finding
ways to accommodate individual employment restric-
tions in particular work settings [11,12].
The employment status of people with severe mental
illness is recognized as an indicator of the quality of our
society. Social quality refers to the concepts of social
inclusion, socioeconomic security and empowerment
[13]. Increasing opportunities for people with mental
illness to rejoin their leisure, friendship and work com-
munities are expected to substantially improve social
quality. People with severe mental illness can contribute
to the social and economic life of their communities, and
any assistance provided can maintain an emphasis on
maintaining individual wellbeing and realizing individ-
ual potentials.
Three types of barrier to employment access for Aus-
tralians with severe mental illness have been identified
[8,9]: (i) the impact of mental illness on the person; (ii)
external barriers such as the nature of the labour market
and the availability of suitable employment assistance;
and (iii) other systemic barriers to employment, such as
community stigma and low expectations of health pro-
fessionals. These are not specific to Australia and present
major challenges to vocational services for people with
severe mental illness internationally.
However, in addition to these, there are structural bar-
riers that are an effect of the Australian service environ-
ment. These distinctive barriers are: (i) the current system
of service organization which provides no incentives for
linking health care to vocational services; (ii) historical,
legal and design constraints which limit the capacity of
CRS Australia and the Job Network to provide suitably
intensive and continuous services; (iii) limits on allo-
cated case-based funding places in disability employ-
ment services irrespective of demand; and (iv) a right of
client refusal extended to each service provider, with no
access protections for people with more substantial assis-
tance needs. These structural barriers indicate that the
current organization of Australian services is inconsistent
with those characteristics identified as critical to effective
vocational services for people with severe mental illness
[14,15].
In this paper, we focus on the first of these structural
barriers. We examine the Australian policy settings
Table 1. Labour force activity by Australians aged 15–64 years with mental illness in 1998







Healthy Australians (no long-term health
conditions or disability)
19.9 6.3 73.8 [11,12,31]
Anxiety disorders (ICD-10) 47.1 7.5 45.4 [12,31]
Depression (ICD-10, excluding post-natal) 56.4 7.4 36.2 [11,32]
Bipolar affective disorder (DSM-III-R)
most with psychotic features
61.8 4.5 28.0 [11, Waghorn G,
unpublished data, 
1998]
Psychotic disorders (DSM-III-R) 75.2 3.7 21.1 [33,34]
Schizophrenia (DSM-III-R) 80.7 3.0 16.3 [34,35]
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underpinning the separation of vocational and health ser-
vices, we consider the implications of this separation for
the implementation of evidence-based vocational ser-
vices and we consider two approaches to overcoming this
particular barrier.
The Australian policy framework for 
vocational rehabilitation
During the 1980s, the Commonwealth Rehabilitation
Service (now known as ‘CRS Australia’) moved away
from residential and outpatient institutional settings into
community-based service delivery, involving a range of
allied health practitioners working as case managers in
multidisciplinary teams. The intention of this strategy,
later reinforced through the Commonwealth State Dis-
ability Agreements and the Commonwealth Disability
Services Act 1986, was to provide individualized voca-
tional rehabilitation services in collaboration with the
client’s medical providers, local community and local
employers [16]. The 1980s also saw the rise of consumer-
led demand for employment access for disabled people
to work in competitive employment settings with access
to ongoing support. The federal Disability Open Employ-
ment service network was enabled by the Common-
wealth Disability Services Act 1986 to meet this need,
and some services specialized in assisting people with
severe mental illness [16].
The government agency responsible for funding voca-
tional rehabilitation and disability employment services
is currently the Australian Government Department of
Employment and Workplace Relations. The Australian
Government Department of Health and Ageing has
responsibility for the National Mental Health Strategy,
where state- and territory-operated health services pro-
vide public-funded clinical services to people with severe
mental illness. The structural separation of public health
from vocational services for people with disabilities is
part of a larger pattern of service fragmentation involving
public and private health services, state- and territory-
provided rehabilitation and disability support services,
vocational training and higher education. This service
fragmentation may be an unintentional consequence of a
policy framework that encourages people with severe
mental illness and more generally people with disabilities
to access mainstream vocational and disability support
services [17,18].
Access to vocational rehabilitation and disability
employment services is typically via Centrelink,
although people can refer by oneself or be referred by
others including health professionals. Increasingly, fund-
ing is case-based and service providers must obtain
Centrelink endorsement that the person applying for
assistance is eligible for a particular allocated place.
There is considerable overlap between three arms of
vocational assistance: vocational rehabilitation (via CRS
Australia, intended to assist with reduction of disability
and development of work capacity); open employment
services (aimed at people who need more continuous
assistance to retain employment); and assistance pro-
vided by Job Network services who provide the main-
stream link between employers and job seekers as well
as more intensive assistance for disadvantaged job
seekers.
A recent reorganization of federal government depart-
ments collected all three programs together for the first
time as the responsibilities of one federal agency, the
Department of Employment and Workplace Relations.
Funding for vocational rehabilitation and disability
employment services expanded in 2005. Further, govern-
ment reforms relating to assessment and referral mecha-
nisms are under review and significant changes are
expected over the next few years.
Supplementing the framework of vocational assis-
tance, the employment of people with mental illness is
also promoted in Australia by a range of state and federal
anti-discrimination and unfair dismissal legislation [19],
including the federal Disability Discrimination Act
(1992). Although it is impossible to gauge whether
legislation actually helps people with mental illness
to obtain and retain employment, or simply increases
employer disincentives, employees with a mental illness
have the right to invoke legal protections against unfair
discrimination in terms of recruitment, promotion, trans-
fer, training and dismissal practices, as well as working
conditions. However, employers have broader legal
responsibilities, including the obligation to provide a safe
workplace for all employees, customers and members of
the public. A detailed discussion of the complex ethical
and legal frameworks most relevant to the employment
of people with mental illness is available elsewhere [19].
Evidence-based vocational services for people 
with severe mental illness
The evidence base for interventions designed to
achieve vocational outcomes for people with severe men-
tal illness can be considered from both the component
perspective and the program perspective. The component
perspective focuses on identifying a set of characteristics
that distinguish effective services. The program perspec-
tive focuses on differentiating more successful programs
from less successful programs. The benefit of the com-
ponent perspective is that it potentially allows for a wide
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range of programs, suited to specific environments, to be
generated from a set of evidence-based components.
However, because the evidence base has been primarily
generated through testing of programs, it is possible that
components are effective only when combined in specific
ways to achieve a program with high fidelity.
Waghorn [9] identified 11 vocational service com-
ponents with potential importance in evidence-based
employment services for people with severe mental ill-
ness. These include seven components specified by Bond
[14], four of which have been endorsed as having strong
empirical support [15]:
• The goal is competitive employment in the open
labour market
• Consumer choice as the only entry criterion
• Rapid commencement of job search activity within
4 weeks of commencement
• Integration of mental health care with vocational
services
• Assistance components are determined by consumer
preferences
• Support is not time-limited
• Benefits counselling to minimize disincentives
through the impact on health benefits, income support
payments and fringe benefits.
In addition, Waghorn [9] identified four components
with potential to enhance vocational outcomes: (i) a
capacity to provide intensive on the job support; (ii) a
multidisciplinary team approach; (iii) an emphasis on the
rehabilitation alliance; and (iv) the use of systematic
stigma countering and disclosure strategies [19].
At a program level, supported employment (SE, often
termed ‘open employment’ in Australia) is an approach
that incorporates many of these components and has an
established evidence base for effectiveness [14,15,20–
23]. Among SE programs, Individual Placement and
Support (IPS) has consistently outperformed other
employment services for people with severe mental ill-
ness in randomized controlled studies and day rehabili-
tation conversion studies [14,15]. Individual Placement
and Support is usually provided in a fully integrated
mental health service environment, typically with
employment specialists providing vocational services
within a community mental health team, often using an
assertive community treatment approach [23].
Although co-location and complete integration of
mental health care and vocational services has become
the accepted means to achieve integration, there is one
report of successful delivery of the IPS approach without
complete integration, via the Massachusetts Supported
Employment and Education service [24]. Here, the
employment service operated as a separate team and met
IPS fidelity through weekly meetings with the clinical
team. Although not a controlled trial, outcomes were
benchmarked against previously reported IPS outcomes.
The results suggest that effective communication proto-
cols can substitute for full integration of vocational and
mental health services.
Individual Placement and Support is not the only
approach to have outperformed usual services in achiev-
ing employment outcomes for people with severe mental
illness. The multi-site Employment Intervention Demon-
stration Program recently reported that a range of mental
health programs with employment-focused enhancement
outperformed usual care [25]. Of particular importance
was the finding that the common feature of more effec-
tive programs was integration between employment ser-
vices and mental health services.
In summary, there is evidence to support both specific
components of effective employment services for people
with severe mental illness and programs that combine
components. The evidence base is insufficiently devel-
oped to specify a minimum or necessary component
combination, but there is growing evidence that effective
integration of employment and mental health services is
critical in differentiating more effective services from
less effective services. Integration is a key differentiating
feature of IPS, which is the most empirically SE pro-
gram, and has been found to be the single variable that
best differentiates more and less effective programs
across a range of services. Integration is usually achieved
through co-locating employment specialists within the
mental health team [23].
Discussion
While evidence-based ingredients have emerged from
overseas studies, it is difficult to determine the extent that
Australian vocational rehabilitation and open employ-
ment services make use of such practices. Disability
Service Standards [26] require practices that include
encouraging clients to identify jobs consistent with their
career goals and focus on competitive employment rather
than use lengthy periods of pre-vocational training. Cli-
ents who commence employment are typically offered
reasonably flexible, intensive and continuing support of
an employment specialist. In addition, some services
report offering counselling with respect to the impact of
employment on government income support payments
and fringe benefits.
However, the framework for service provision in Aus-
tralia presents structural barriers in relation to two com-
ponents. First, the role of Centrelink in determining
eligibility for support, and the right of refusal allowed to
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all employment service providers, means that consumer
choice is not the only entry criterion. Second, for policy
reasons discussed above, integration of employment ser-
vices and mental health services (through shared teams,
co-location of services and shared meeting and record-
keeping processes) is difficult. Furthermore, it is likely
that separate services have limited interest in outcomes
beyond those that are specific to either employment or
health. Given the emerging importance, in multiple well-
designed empirical studies, of service integration as a
critical component of employment outcomes for people
with severe mental illness, this is probably the more
important challenge to the implementation of evidence-
based services.
There is an opportunity to improve employment out-
comes for Australians with severe mental illness through
enhancing integration of mental health care and voca-
tional assistance. The overseas evidence suggests two
approaches to this challenge. Full integration involves
structural links, usually achieved through co-location
with subsequent shared opportunities for formal and
informal communication. There is an established evi-
dence-base to suggest that this kind of integration dif-
ferentiates more successful from less successful
employment services for people with severe mental ill-
ness [25]. The other approach might be termed ‘enhanced
intersectoral links’ and involves the establishment of for-
mal communication structures to enable collaboration
and sustained communication between vocational and
clinical services, supported by formal protocols and reg-
ular cross-training. The empirical basis for concluding
that this approach can yield the benefits of integration is
relatively weak, but this reflects limited investigation
rather than implementation attempts that have failed.
The major advantage of attempting to achieve integra-
tion through enhanced intersectoral links is its consis-
tency with current policy settings that favour mainstream
disability support services. It is possible, although far
from certain, that there are also cost advantages. Relative
program cost is an important issue and it is also possible
to identify cost advantages associated with full structural
integration. A summary of some possible advantages and
disadvantages of each approach in Australia is set out in
Table 2.
A major advantage of full integration is that clinicians
and employment specialists coordinate their work with
clients. Clinicians take into account vocational goals and
current vocational activities when implementing changes
to treatment or continuing care plans. Employment spe-
cialists attend to mental health status while monitoring
client work performance, because this is likely to provide
early warning of deteriorating mental health status or
the intrusion of other life problems. As a result, the fully
integrated team can achieve flexible and assertive
engagement in treatment and mental health self-
management, levered by another goal of the patient, to
obtain and sustain satisfying employment.
The major disadvantage of the fully integrated
approach in the Australian context is that policy settings
currently provide no incentives for state-operated
Table 2. Possible advantages and disadvantages of full integration and enhanced intersectoral links as approaches 
linking continuing care to vocational services for people with severe mental illness
Approach to integration Possible advantages Possible disadvantages
Full integration [23] 1. Established evidence base for enhancement of
vocational outcomes;
2. Co-location provides daily opportunities for formal
and informal communication;
3. Opportunities to share resources;
4. Coordination of clinical care with vocational goals;
5. A collaboration involving co-location assists the
vocational service through clinical training, and the
clinical service can potentially increase rates of case
closure as a result of durable employment outcomes.
1. No incentives to encourage
co-location;
2. Unlikely that health services
will ever be funded to provide
vocational services;
3. Employment specialists remaining
employed by a local vocational service,




1. Most congruent with the current national mental
health strategy and disability policies;
1. Structural barriers to communication
may continue;
2. A business-like customer focus prevails rather
than a clinical service culture;
3. Unambiguous focus on competitive employment.
2. Additional costs of maintaining links
and communication;
3. No resource savings through shared
vehicles and office space.
†The Massachusetts Supported Employment study is the closest approximation of the enhanced intersectoral links approach, but
has some co-location elements.
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community health services to formally collaborate or co-
locate with federally funded vocational services. It may
be possible to achieve co-location, but there are no exist-
ing precedents that would support this. Furthermore, the
separation of clinical and disability support services is
underpinned by a philosophical commitment, especially
in the health sector, to mainstream and the use of inter-
sectoral links rather than integration to facilitate access
[18].
Co-location may imply increased costs if it is delivered
in an environment of low clinical caseloads and extended
hours of service [27,28] characteristic of some imple-
mentations of the IPS model of mental health service
delivery. Caseloads in Australian mental health services
are typically around 30 per full-time clinician [29],
whereas more flexible, assertive extended hours clinical
services require caseloads of less than 20, implying a
possible increase in total service costs. However, IPS has
been successfully delivered within the framework of
standard multidisciplinary clinical teams, which means
that lower clinical caseloads are not a necessary feature
of co-location. There are potential cost–benefits deriving
from employment (decreased need for income support or
contribution to taxation), but these would not be rou-
tinely factored into service budgets, which means that it
would be difficult to establish a favourable funding envi-
ronment unless there was a substantial reduction in need
for expensive clinical services, such as inpatient admis-
sions [27]. However, there is potential for integrated
employment services to result in decreased demand for
clinical services [30], which is a direct cost offset.
The alternative approach of enhancing intersectoral
links between vocational rehabilitation workers and men-
tal health clinicians to achieve integration has the advan-
tage of being consistent with current policy settings. In
this approach, the vocational rehabilitation service
remains administratively separate from the clinical ser-
vices and integration is achieved through the allocation
of case-based funding places to the health service’s
outpatients, supported by cross-training and service
protocols that emphasize frequent and effective
communication.
The major challenge for this approach is the time and
energy required for maintenance of sufficient communi-
cation and continuing agreement on service priorities, so
that health-care plans do not conflict with vocational
plans and so that clinicians and employment specialists
have access to pertinent information obtained by one or
other. Such communication cannot be assumed in the
absence of geographical proximity and subsequent natu-
ral opportunities for both formal and informal communi-
cation. Thus, while in principle, adjustment to existing
mental health caseloads is not required, in practice, clini-
cians would probably require somewhat lower caseloads
to free up the time for higher levels of communication
with employment services. It is also likely that there
would be costs associated with the installation of a quality
assurance mechanism adequate to maintain high-quality
linkages. These costs are not offset by the resource shar-
ing that is potentially available through co-location and
separate service provision necessitates some duplication
of services compared with co-location.
Because the concept of integration of health and voca-
tional services is new to Australia, it remains to be seen
how the barriers to linking mental health care with voca-
tional services are best overcome. Well-designed studies
that investigate the impact of service integration on both
employment outcomes and costs are urgently needed. We
think that the first step is to demonstrate the feasibility
of both linkage and co-location models in the Australian
service environment. Once feasibility is established, we
recommend randomized controlled trials that evaluate
both kinds of integrated services against current services.
There may not be a uniform solution. It is plausible that
each regional, rural and remote area may need its own
local solution, which may be different to the form of
integration suited to a populous and service-rich urban
area.
Conclusion
People with severe mental illness are highly disadvan-
taged with respect to participation in the labour force,
and the provision of more effective employment services
for this population is of international importance. Com-
ponents of effective employment services for people with
severe mental illness have been identified and the impor-
tance of service integration is well established. However,
integration between employment and clinical services is
difficult to achieve in the current Australian policy envi-
ronment. Co-location of clinical and employment ser-
vices and enhancement of intersectoral linkages between
separately located clinical and employment services are
two strategies for achieving better integration. Each has
identifiable advantages and disadvantages. Given the
importance of employment outcomes for people with
severe mental illness, systematic investigation of the dif-
ferent means by which clinical care can be integrated
with evidence-based employment services is a research
priority.
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